Trade growth has slowed since the global financial crisis. In 2016, growth 
Introduction
Global trade has contributed to rapid economic growth in the world since the second half of the 20th century. However, growth in global trade has slowed particularly since the financial crisis of 2008. The growth in the volume of world trade (goods and services) reached only 1.9% in 2016 although its forecast was 2.8%. The World Trade Organization (WTO) forecasted that the world trade volume would grow by 2.4% in 2017, while the International Monetary Fund (IMF) projected a trade volume growth of 3.8% in the same year. The growth of global gross domestic product (GDP) may rise by 3.4% in 2017 and it rose 3.1% last year. Deep uncertainty about near-term economic and policy developments increase the forecasted risk in 2017. The slowdown in emerging markets was the main reason why global trade growth was lower than expected in 2016. However, emerging markets, particularly in East Asia, are expected to return to modest growth in 2017 [WTO, 2017а; IMF, 2017] .
The volume of world trade in merchandise has tended to grow an average of 1.5 times higher than the world GDP growth from 1981 to 2016. During the 1990s, it grew more than twice higher. However, the ratio of trade growth to GDP growth has become more or less equal since the global financial crisis. In 2016, the trade growth rate fell lower than the output rate for the fourth time since 1981. For this reason, many countries have tried to create bilateral, multilateral, regional and mega FTAs in order to boost their trade volumes and economic growth [WTO, 2017a] (Fig. 1 ). Trade patterns have changed dramatically, particularly in last two decades. First, the intensity of economic growth has shifted from the West to the East. Increasingly, global supply chains have linked developed and developing countries, and emerging economies have accounted for a majority of global economic growth since the global financial crisis. Second, regional trade arrangements such as free trade agreements (FTAs) have proliferated on a global scale, but nowhere more so than in Asia .
In 2016, there were 228 FTAs, and among them 147 were signed and in effect in the AsiaPacific region. There are 68 FTAs still in negotiation, five that have been signed but are not yet in effect, and three that have been discontinued. All of these agreements are either bilateral or multilateral. Singapore leads in terms of its participation in 33 FTAs and India follows with 28. Three major East Asian countries -Korea with 25, Japan with 24 and China with 23 -play significant roles in FTAs due to their national economic sizes and economic growth strategies in the region [Asia Regional Integration Center, 2017] .
However, it is becoming harder to complete FTAs either because of a lack of interest on the part of government authorities or owing to the political difficulties during ratification by legislative bodies. Despite this trend, the number of FTAs is still increasing, but rather slowly compared with pace in the 1990s and 2000s. The number of new FTAs has dropped to approxi-mately 10% per year since the global financial crisis. At the same time, recent FTAs have tended to have broader coverage in terms of goods and services and involve more countries, resulting in the emergence of plurilateral and mega FTAs (Fig. 2) . Source: .
In addition to bilateral, multilateral and plurilateral FTAs, the Asia-Pacific region has become the common ground for mega FTAs such as the Regional Comprehensive Economic Partnership (RCEP) led officially by the Association of Southeast Asian Nations (ASEAN) but practically by China, and the Trans-Pacific Partnership (TPP) led originally by the United States. China is negotiating the RCEP with 10 ASEAN members and six nations with which ASEAN has existing trade agreements. The ambition of the RCEP is to promote regional economic integration in East Asia. Among the 16 nations in the RCEP, seven nations were participating in the TPP as well. The TPP was intended to balance U.S. political and economic interests against emerging Chinese influence in the region as a part of its global strategy.
The RCEP was expected to be completed by the end of 2016, but is still in process. It was rescheduled for completion in 2017, a timeline pushed by China because it had already announced by President Xi that the free trade mechanism based on globalization would be protected at the World Economic Forum in 2017. However, the RCEP negotiations at the November 2017 Asia-Pacific Economic Cooperation (APEC) summit were not successful and the deal has been delayed to 2018.The TPP faced turbulence after the Trump administration announced its withdrawal from the proposed agreement in January 2017 despite the fact that 12 states had already committed to the TPP in October 2016. As a result, the future of mega FTAs in the Asia Pacific region has become unforeseeable particularly in the TPP. However, the remaining TPP members signed on to a revised version of the agreement, the Comprehensive and Progressive Agreement for Trans Pacific Partnership (CPTPP), in March 2018 Financial Times, 2018] .
Since the Trump administration took office in January 2017, U.S. protectionism in terms of trade has become apparent in a new focus on creating jobs and attracting foreign direct investment (FDI) in the domestic market based on high tariffs for imported goods and tax reductions on exported goods. U.S. protectionism is based on mercantilist principles which regard world trade as a game with winners and losers measured in terms of their trade balances. Therefore, the U.S. government is critical of China, Japan and Korea, and all free trade agreements such as the North American Free Trade Agreement (NAFTA) and the Korea-United States (KORUS) FTA. Based on mercantilisms' simplistic analytical framework, President Trump ordered withdrawal from the TPP and is seeking to renegotiate NAFTA and the KORUS. In line with his policy, the U.S. government has considered punitive tariffs against China, while pressuring domestic firms to alter their economic decisions to invest abroad. In doing so, the U.S. government has strongly signaled that it may reevaluate America's role in the global economic and geopolitical order USTR, 2017a; USTR, 2017b] . This paper deals with U.S. protectionism in the Trump administration and explores the shift from free and open trade toward so-called fair trade based on a protectionist policy of "America first." It also focuses on trade imbalances between the U.S. and Northeast Asian countries and analyzes how such imbalances have developed. Finally, it considers how U.S. protectionism under the Trump administration will affect mega FTAs in the Asia Pacific region as well as East Asian economic cooperation. The paper draws on various research methods including a critical analysis of literature, an inference method and statistical analysis.
Theoretical Debates
Most mainstream economists would agree with the recent rebuttals to the skepticism about the liberal trading order. However, because intellectual and political support for free trade in the U.S. and elsewhere has weakened, protectionism has reemerged as a plausible option in many countries, and particularly in the U.S. under the Trump administration.
Mainstream economic theory suggests that comparative advantages and economies of scale create economic gains through economic efficiency. Tariffs lead to competitive tariff retaliation, which results in a massive shrinkage in foreign trade and decreased global economic growth. Economic theory never claimed that free trade is good for all industries and all people. However, the winners from free trade can afford to compensate the losers. As a result, everyone could be made better off because the aggregate gains are positive .
Economic theory also says that resources will flow to more efficient uses. However, this does not apply when governments and markets do not work well. In contrast, many East Asian countries soared after a shift to market economics although it can be argued that they profited not from the free trade, but from the export-led growth and high levels of protectionism. Compared to East Asian countries, sub-Saharan Africa has generated only low levels of economic growth because its exports are mostly primary products, natural resources, intermediate goods and people. Moreover, bitterness in Latin America about neoliberalism's focus on free trade and globalization caused a shift to the political left and more state intervention. As a result, there is a perception in South America that global free trade based on globalization is unfair and creates poverty instead of wealth .
Even in China there is a strong policy reorientation, particularly since the global financial crisis, moving away from further global liberalization and toward bilateral and politically oriented FTA's in Asia aimed at reducing U.S. influence in the region. Since the global financial crisis, support for globalization world-wide has clearly declined, and dramatically so in the U.S. Chicago Council on Global Affairs, 2010a .
Samuelson argued in 1972 that aggregate gains from trade are not necessarily positive for all economies. He expanded his idea further to claim that economic growth in the rest of the world can damage a country if it takes place in sectors that compete with its own comparatively disadvantaged export sectors. As a result, a state's relative and even absolute GDP per capita can fall. Gomory and Baumol extended Samuelson's theory and urged that there are several possible equilibria with vastly different outcomes for states in a free trading global economy. They note that it is perfectly possible and even common for a state's equilibrium trade outcome to be less than that required for self-sufficiency; thus, good equilibria are often created rather than bestowed by nature. Accordingly, states can do much to affect their trading outcomes, and as a result they urged the U.S. to adopt protectionist measures .
However, Bhagwati argues that Samuelson's explanation cannot be used as a justification for U.S. protectionism. He also denies Gomory and Baumol's argument because, even while true, the U.S. could not carry out effective industrial policies to remedy its trade outcome. Krugman and Obsfeld support Bhagwati's view that it is an empirical question rather than a fact whether the growth of East Asian countries has actually hurt advanced countries, even while a theoretical possibility still exists Krugman, Obsfeld, 2009] .
Economists have developed theoretical models for free trade and estimated welfare gains from reducing or eliminating trade barriers. In line with these models, Krugman and Broda and Weinstein suggested that free trade benefits society through gains in overall quality and variety. However, this standard static growth from free trade has left trade promoters quite vulnerable because the static growth models consider only short-run partial equilibrium efficiency gains. At the same time, the static models generate gains from a trade range between 0.5% and 2% of GDP, which is not impressive [Krugman, 1997; .
In order to deepen the findings of theoretical models regarding long-term efficiency gains and the contribution of free trade to economic growth, economists have developed dynamic models by estimating the impacts of trade liberalization used by cross-country regressions. Using these models, Bradford, Greico and Hufbauer argued that the U.S. economy in 2005 could have been between $800 billion and $1.4 trillion larger without post-war trade liberalization. However, Acemoglu left the issue of trade and growth undecided; because various models highlight both positive and negative effects of trade on economic growth, further empirical work must be conducted. Accordingly, Lewer and Van den Berg pointed out that further development of dynamic models and additional empirical research are required. Additionally, linkages between trade and technology as well as trade and institutional quality must be further developed Acemoglu, 2009; . This paper adopts dynamic models despite the necessity of further development rather than the static models because the former can explain the long-term benefits of free trade more precisely than the latter. Accordingly, the conservative dualism of trade theory explains why U.S. protectionism has emerged since the global financial crisis and it captures the trade policy of the Trump administration better than any other theoretical background. However, it has limitations regarding its contribution to sustainable global economic growth. The dynamic models based on long-term efficiency gains and economic growth can correct the direction of protectionism toward free trade. Furthermore, it also provides an explanation of why the trade imbalance between the U.S. and East Asian countries has taken place in general and widened in 21st century in particular .
Globalization and U.S. Protectionism

Background
World trade has played a significant role in global economic growth and globalization since World War II. However, it has slowed substantially, particularly since the global financial crisis in 2008. It grew an average of 16% per year from 2003 to 2008 -this is a fairly high growth rate. However, world trade in merchandise dropped to 1.5% per year from 2010 to 2015, while world trade in services declined from 15% to 4.4% during the same period [WTO, 2016] .
Several years of relatively high economic growth prior to the global financial crisis and large income inequality after the crisis contributed to the emergence of political populism in the EU and the U.S., resulting in the Brexit referendum in the UK and the Trump administration in the United States. Paradoxically, pro-globalization leaders such as the U.S. and the UK turned to a deglobalization process based on protectionism. As a result, the world is witnessing a combination of economic and political risks at present that could severely affect the global economy. Many states, particularly in East Asia, have begun to fear the deglobalization movement and accompanying protectionist sentiment because these policy shifts could have negative impacts on their national economic growth strategies.
The globalization trend can be measured by observing key economic indicators such as trade volume and flows and FDI. Furthermore, the application of tariff and nontariff barriers on trade is also a useful tool to measure the trend. On the contrary, restrictions imposed by governments on labour movements and national policies to encourage the purchase of local products are regarded as reflections of the deglobalization trend [Basu .
The Globalization Trend in the World Economy
Globalization of the world economy has contributed to increasing integration of world's labour, product and capital markets within a rules-based system represented by high world trade growth and global FDI flows over the past five decades. The globalization trend is not new; the first wave of globalization occurred from the mid-19th to the early-20th century. During this period, the impact of globalization was visible on many levels. International trade increased sharply at the same time as the share of GDP for trade in many countries also grew. The rapid growth of world trade was related to declining transportation costs and tariffs which eliminated cross-border price differences on many basic commodities. As a result, markets became truly global. Additionally, labour mobility surged from the labour-abundant and resource-poor European periphery -Ireland, Italy, Austria-Hungary, Russia and Scandinavia -to the labourscarce and resource-abundant new world -the U.S., Canada, Australia, Argentina and Brazil .
Moreover, capital flows also increased from wealthy European countries such as the UK, France and Germany to the new world that generated large current account surpluses and channeled nearly half of domestic savings abroad. These capital flows were mostly in the form of portfolio investments to finance infrastructure projects such as canals, railroads and mines in the new world which reinforced migration. Based on such strong capital investment across the Atlantic, capital markets became more global. As a result, the price difference between comparable bonds traded in London and New York largely disappeared particularly after the first trans-Atlantic cable in 1866 (Fig. 3) .
These powerful globalization forces united many parts of the global economy between the Atlantic and Oceania. Free trade, capital flows and international migration provided countries with the benefits of specialization and distributed resources where they were most needed and where they would earn the highest returns. In fact, globalization allowed all countries that were able to take part in the international system to benefit freely. At the same time, it also contributed to income convergence across countries which allowed poor countries to grow quickly. However, globalization also created negative impacts that widened income inequality within wealthier countries and caused real income to fall in poor countries in the Atlantic areas ]. Due to these distributional effects, a strong political backlash against globalization took place. As a result, political pressure increased to roll back globalization, although the integrated world based on technologies was not abolished. The U.S., particularly the industrialized north, started to raise tariffs in order to increase revenues during the Civil War and kept them high for decades. Even in the UK, high tariffs were imposed in the early-20th century when the UK's industrial bases started to be challenged from abroad. The main impetus for the political backlash was pressure from a working class that had begun to gain political power. The native working class was threatened by the influx of immigrants, which resulted in the anti-globalization movement. Ultimately, the first era of globalization collapsed with World War I in 1914 and the Great Depression in 1929 after which countries raised tariffs to autarkic levels, imposed rigid control on capital flows and restricted immigration .
The U.S. tried to restore an open and integrated global economic order by creating supranational organizations such as IMF, the World Bank and the General Agreement on Tariff and Trade (GATT) after World War II. These organizations aimed at coordinating policies, supporting economic growth and supervising the transition away from protectionism, while the U.S. dollar became the key currency in a fixed exchange rate system based on the gold standard and later in a floating exchange rate system. Tariff and nontariff barriers were reduced, immigration restrictions were eased and capital controls were lifted. The end of the Cold War gave a major boost to this second wave of globalization as many formerly closed economies such as China, India and Eastern Europe liberalized their economies and joined the global economic system by adopting standards established by the WTO .
Since the establishment of the WTO in 1995, the global trade of goods increased significantly. The total volume of global trade of goods accounted for $5 trillion in 1995 and increased almost fourfold to $18.5 trillion in 2014. At the same time, global trade contributed substantially to economic growth. Global trade and global GDP are closely correlated. As global trade grows, a higher global GDP is generated. Periodically, global trade increased by an average of 7% while the global GDP grew an average of 3.4% between 1995 and 2000. These changed 5% and 2.9% respectively between 2000 and 2005, and 3.5% and 2.3% between 2005 and 2010. It declined further and they both made parity in 2014 with 2.5% growth [WTO, 2015 [WTO, , 2016 (Fig. 4) . (Fig. 5) .
Increasing global trade and FDI net inflows have made possible the significant reduction of tariff rates, particularly since the new global trade system enforced by the WTO began in 1995. Since then, the weighted mean for tariff rates in all products declined from 33.96% in 1996 to 2.88% in 2012. Of note is the significant one-year decline in tariff rates from 33.96% in 1996 to 5.34% in 1997, no doubt a result of the WTO's impact. Since then, the tariff rate has reduced continuously but more moderately (Fig. 6) .
Although tariffs have been reduced continuously, nontariff barriers have remained. Political leaders worldwide became concerned about the global trading system after the global financial crisis that caused both developed and developing economies to experience a simultaneous downturn. The number of unemployed people in the world increased from 14 million to 38 million in 2009 and caused income inequality and political instability in many nations. In these circumstances, strong protectionist sentiments emerged. G20 leaders agreed to fight against protectionism in the 2008 Washington summit but paradoxically, large G20 economies such as the U.S., Russia, India, Brazil, Japan and the UK were applying the most trade-restrictive measures by 2015 -the number of discriminatory measures applied in 2015 increased 50% from 2014. This trend indicates that protectionism has emerged recently rather strongly (Fig. 7 and Table 1 ). 
U.S. Protectionism
Protectionist sentiments reemerged in 2015 led by the U.S. -the largest economy in the world -and have severely affected global economies. Protectionist trade policy has always existed, even in the global free trade system. Although tariffs on trade in advanced and developing countries have declined continuously since the 1980s, nontariff barriers started to increase in the 1990s. U.S. protectionism is regarded as in line with this trend. U.S. protectionism has a significant impact on the global economy due to its economic size compared with other economies. Therefore, it is wise to investigate three major reasons for the increase in U.S. protectionism.
The first reason for increasing U.S. protectionism may be that income and distribution inequality in the U.S. has risen since the 2000s. Economists are not sure yet whether free trade has created this income inequality. Some economists argue that free trade caused only about 20% of the increase in inequality in the 1970s and 1980s when U.S. trade was mostly North-North. However, the shift of trade relations to a North-South pattern in the 1990s has caused a negative impact on the wages of low-skill workers in the United States. Whatever the cause of this rise in inequality, the fact is that the average of the real wage of production per hour has been stagnant since the 1980s. As a result, the wage increase in production has lagged behind growth in real GDP per capita. Moreover, the share of pretax income in the top 1% increased from 10.5% in 1980 to over 20% in 2015, while its share of bottom 50% declined from 20.5% to 13% during the same period. The U.S. is the most unequal nation among the advanced countries based on a Gini index that increased to 0.38 in 2014 ERP, 2009; OECD, 2014; Alvaredo et al., 2017] (Fig. 8) . Top 1% U.S. Bottom 50% U.S.
Fig. 8. Share of Pretax Income in the U.S. (1980-2015)
Source: [Alvaredo et al., 2017] .
The second reason may be the rise of East Asia and its changed trade relationships with the United States. The East Asian economy has grown since World War II even without the Marshall Plan that had redeveloped Western Europe. It has been mostly developed by trade expansion based on comparative competitiveness. Certainly the U.S. market has also played a significant role for the rapid development of the East Asian economy. Japan's economy developed first during the 1960s and 1970s. The four Asian tigers -Hong Kong, Singapore, South Korea and Taiwan -followed during the 1980s and 1990s, while China emerged as an economic power in the 2000s.
The U.S. government regarded Chinese membership in the WTO as potentially promoting harmonious interdependence in the global trade system. In reality, however, the U.S. views China as a strategic rival and there has been a rising sense of vulnerability since China became the second-largest economy in the world in 2010. The U.S. government and public have a strong impression that China carries out unfair trade policies, and therefore they regard Japan and Korea as more favourable trading partners in East Asia. In addition, the U.S. government views China not only as an economic threat, but also as a multifaceted threat to the United States. Chinese mercantilism and its comparative advantage weakened the U.S. manufacturing sectors and industrial bases and could disturb the domestic production of weaponry in time of war because U.S. defense firms rely on many products imported from China [CCGA, 2010b; .
Therefore, several trade restriction measures were implemented even by the Obama government that were tariff based, but frequently regulatory. For example, the Obama government included a "buy American" clause in its economic stimulus programme in 2009. This was a protectionist policy designed to act as a domestic economic stimulus. This trend has persisted, and it has been strengthened by the Trump government in the name of "America first" .
The third reason may be the decreased dependency of the U.S. economy on global trade. The U.S. is the second-least trade-dependent economy after Brazil. Its trade share based on GDP in 2015 accounted only for 28%, while the Chinese share of GDP was 40%. Countries depending on exports as a primary source of growth could be directly and negatively impacted by import tariffs and other trade restrictions. In a protectionist system, small and open economies like Korea and Thailand in East Asia or the Netherlands in Europe may be more vulnerable than large, closed economies like Brazil and the United States. This means that the U.S. economy may be the least affected, along with Brazil, in a protectionist environment (Fig. 9) . Source: .
Trade Imbalance between the U.S. and Northeast Asian Countries
Background
The U.S. has had the largest trade deficit in the world over three decades since the 1970s. In the mid-1970s, the U.S. briefly held a trade surplus but has experienced continuous deficits since then. In 2005, the peak U.S. trade deficit accounted for over 5% of the national GDP. Since then it has improved, and it fell to slightly lower than 3% of the national GDP in 2015 (Fig. 10 ). 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 As % of GDP Fig. 10 . The U.S. Trade Balance in Goods and Services (1970-2015) Source: .
Due to the increase of the U.S.'s aggregate trade deficit, President Trump criticized major U.S. trade partners such as China, Japan, Korea, Germany, Mexico and Canada during his election campaign, arguing that they have unfair trade policies which allow them to generate surpluses in their trade with the United States. In particular, the trade imbalances between the U.S. and Northeast Asian countries is a matter of concern for the United States.
U.S. Trade Imbalance with Northeast Asian Countries
The U.S.'s trade deficit with China, Japan and Korea accounted for 62% of the total trade deficit in 2015. It increased up to 72% of the total trade deficit if the trade deficit with India, Malaysia and Vietnam is included in the same year. In fact, the U.S. trade imbalance with East Asia is a chronic structural issue for both parties. The U.S. trade deficit with China, Japan and Korea in particular has become a major issue for the Trump government. The U.S. trade deficit with China accounted for 49% of the total trade deficit in 2015, a figure that overwhelms that of other nations. Therefore, President Trump announced several times during his election campaign that he would impose a 45% tariff on Chinese export goods although it was hoped that this would not take place due to severe trade friction between the two countries. Unfortunately, a trade war was started in March 2018 when the U.S. government imposed punitive tariffs on $60 billion in Chinese imports and the Chinese government announced retaliatory measures. Bradsher, Perlez, 2018] (Fig. 11) .
The U.S. trade deficit with Northeast Asian countries has been caused by an imbalance between exports and imports. The U.S. imports much more from Northeast Asian countries than it exports to them. China was the largest country to export to the U.S., and its volume accounted for slightly more than $483 billion in 2015. Japan was the fourth largest exporter to the U.S. with about $131 billion, while Korea was the sixth largest exporter with about $72 billion in the same year. By contrast, these nations imported from the U.S. $116 billion, $62 billion, and $43 billion respectively in the same year. As a result, the U.S. made up 62% of the total trade deficit with these nations in 2015 [United States Census, 2017] . On the whole, Japan's position as the state with the largest trade surplus with the U.S. has been taken over by China since 2000. Additionally, the Korean trade surplus has increased continuously so that in total the U.S. trade deficit has widened during the period. The share of the U.S. trade deficit with these three nations accounted for 47.8% in 2000 and 62% in 2015 [United States Census, 2017 (Fig. 12) .
The Trump government's economic policies are composed of three pillars: tax cuts, infrastructure investment and trade protectionism. The tax cut policy and infrastructure investment have a high probability of implementation while trade protectionism may be difficult to fully implement because of its strong impact on the global economy and the possibility of a trade war on a global scale. If the U.S. cuts taxes and increases infrastructure investment, its current account will increase because its tax revenues will decline, and infrastructure investment must be financed by U.S. government bonds. Moreover, its imports will increase rather than decrease. As a result, exports of Northeast Asian countries will increase further because the region is the global manufacturing hub. Although U.S. imports from China, Japan and Korea may decline due to U.S. protectionism, these nations are core manufacturing nations exporting to other countries from which the U.S. imports goods for its infrastructure investment. Accordingly, the increasing U.S. demand for world's manufactured goods may still eventually benefit Chinese, Japanese and Korean exports . 
U.S. Protectionism and Implications for Northeast Asian Countries
U.S. protectionism has a long history going back to the 1920s and has intensified particularly since the global financial crisis in 2008. From Obama's "buy American" clause, the Trump government has started its "America first" policy based on tax cuts, infrastructure investment and trade protectionism. In fact, U.S. protectionism is the result of a disconnect between the U.S.'s rising trade exposure and a failure to adopt the proper social expenditure policies. In other advanced economies such as Germany, Sweden and the Netherlands (but excluding the UK), both have been harmonized and accompanied by open markets .
Despite the domestic policy failure in social expenditure and industrial competitiveness, U.S. trade policy based on nontariff impediments has been strengthened since 2009. Given the recent data from the Global Trade Alert (GTA), the U.S. is the most protectionist country in the G20 because it implements the highest number of nontariff barriers. U.S. protectionism started under the Obama administration and continues under the Trump administration. Recent empirical analysis indicates that the increase of tariffs and nontariff barriers in advanced countries results in decisive welfare losses. Therefore, U.S. protectionist measures may have severe economic consequences Aichele, Felbermayr, Heiland, 2016; (Fig. 13) .
U.S. protectionist measures based on high tariffs for import goods and restrictions would tend to increase the value of currency and reverse the effects on import prices. Moreover, this can increase export prices in foreign markets and put the trade balance more or less at the same level as before. As a result, the decline of industrial competitiveness becomes evident over the longer term and affects economic potential more than short-term real GDP growth.
If protectionism in the Trump administration starts with high tariffs for China and Mexico -announced as 45% and 35% respectively during the election campaign -trading partners would claim compensation through the WTO or would retaliate against U.S. exports, intellectual properties and investments. It is possible to estimate how the impacts of the Trump administration's proposed trade policies on the U.S. economy based on Moody's analytics, specially designed to assess short-term economic shocks. It is calculated by changes in GDP, employment, private consumption and other magnitudes at a sectoral, state and county level . Number of Discriminatory Measures Enforced by the U.S.
Fig. 13. Number of U.S. Discriminatory Measures Since 2009
Source: .
This analysis is based on three scenarios such as a full trade war, an asymmetric trade war and an aborted trade war. In the first scenario, trading partners respond reciprocally to the Trump administration's new tariffs with equivalent tariffs on U.S. products. In the second scenario, China retaliates against specific U.S. exports of goods and services, while Mexico imposes its most favourable nation (MFN) tariffs on all U.S. exports. The last scenario is that U.S. tariffs are unilaterally imposed for only a single year and trading partners retaliate for the same period .
In the full trade war scenario, the U.S.'s GDP growth is more or less flat from 2017 to 2019 and starts to increase after 2020. The U.S. economy is hit hardest in 2019 with a decline in consumption of 2.9% and a drop in investment of 9.5%. The growth rate may be in negative territory at -0.1%, and the unemployment rate may rise to 8.4% in 2019. The unemployment rate can increase further to a peak of 8.6% in 2020, although the GDP growth gains 1.9% in the same year. In the aborted trade war scenario, the worst years of the U.S. economy will be in 2018 and 2019 in terms of consumption, investment and unemployment, although the impacts on the U.S. economy are weaker than in the full trade war scenario. Either a full trade war or an aborted trade war could make the U.S. economy slow substantially for a decade (Fig. 14 and Table 2 ).
U.S. protectionism would damage exports of Northeast Asian countries. However, tax cuts and infrastructure investment could benefit not only Northeast Asian countries' exports, but also other global exports. At the same time, U.S. protectionist policy could generate uncertainty regarding global trade although China and Japan in particular could play more important roles in global trade and governance. The U.S. withdrawal from the Trans-Pacific Partnership (TPP) generates opportunities for China, Japan and Korea. China can lead free trade by completing the Regional Cooperation and Economic Partnership (RCEP) in the Asia and Pacific Region. Source: . Source: .
Based on this framework, China possesses a high potential to play a greater role in the global free trade system and global governance. Japan could take over the U.S.'s position in the TPP and lead it although the possibility of completing the TPP is rather low because the U.S. portion accounts for nearly 65% of the total. Despite this fact, Japan succeeded in completing the CPTPP with the remaining 11 nations in March 2018. Korea can create more benefits by participating in the two mega FTAs if Japan can complete the TPP without U.S. participation, and if Korea responds wisely to U.S. protectionism based on its bilateral FTA with the United States. The renegotiation of the KORUS FTA started in 2017, and both parties are trying to update it based on free, fair and balanced trade to meet their reciprocal national interest in renegotiation rather than abandonment of the bilateral FTA. The prospects are good on this front because the Trump administration prefers bilateral FTAs to the multilateral ones in its trade policy .
Additionally, it is an urgent issue for Northeast Asian countries to complete the regional trilateral FTA between China, Japan and Korea in order to collectively respond to U.S. protectionism. At the same time, the RCEP can play a significant role in establishing a platform for protecting not only Northeast Asian economic interests, but also the interests of the region as a whole. Accordingly, the RCEP could build a proper and efficient seawall against U.S. protectionism so that Northeast Asian economies can grow further in the future.
Concluding Remarks
The process of globalization goes back to the late-19th century. Since then, global free trade expanded until World War I and faced strong political backlash due to income inequality and increasing unemployment in the advanced nations. As a result, many advanced nations such as the UK and the U.S. initiated the first wave of protectionism. The first wave of globalization contributed to World War I and the Great Depression which eventually resulted in World War II. In the post-war context, the U.S. with its allies established a new economic order based on supranational institutions such as the World Bank, IMF and GATT in order to rebuild the world economy.
These supranational institutions emphasized global free trade, reducing tariffs, boosting capital investment and supporting technology development. As a result, the world economy started to grow rapidly from the 1950s. In the 1970s and 1990s, even China and India joined the global economic system and the Soviet Union and Eastern European countries also participated in the free trade system after their economic and political crash. The second wave of globalization intensified until the global financial crisis in 2008. After the global financial crisis, protectionist sentiment increased around the world. This time, the source of the second political backlash was not only the advanced nations, but also the developing nations. In order to overcome this economic and political movement, G20 members announced their intention to protect the free trade system in 2010 although many members had implemented protectionist measures in their own trade policies.
Since then, the deglobalization trend has continued particularly in the U.S. and the UKthis seems paradoxical because these nations started and strengthened the globalization process based on the free trade system. After the U.S. presidential election in 2016, the Trump government has argued that the free trade system must be replaced by a fair trade system. However, this fair trade system is mainly based on high tariffs and renegotiation of FTAs such as NAFTA and the KORUS, and on withdrawal from the TPP. This represents the second wave of protectionism. The question is how fully the U.S. government may implement its trade policy given its impacts on the global economy directly and indirectly. Many economists assume that the U.S. government cannot set high tariffs on import goods because U.S. consumer and export prices will increase at the same time, even though the U.S. economy is less exposed than small, open economies. Protectionism is a double-edged sword even for the U.S. economy. U.S. protectionism would strongly impact Northeast Asian countries because China, Japan and Korea are global manufacturing hubs and much more trade dependent than the United States. Additionally, these nations react to U.S. trade policies individually instead of collectively because they have not created any formal regional economic integration. Therefore, they are more vulnerable than other regional economic zones such as the EU.
In fact, U.S. protectionism mainly targets Northeast Asian countries because the U.S. trade deficit was primarily with China, Japan and Korea in 2015 (62%), while its trade deficit was only 20% with the EU in the same year. Therefore, Northeast Asian countries must act wisely and properly against U.S. protectionism. This will allow them to protect their own economic interests in particular and the interest of East Asia as a whole.
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